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Introduction 


Boston is more popular than ever as a place to live, work and visit. Since Boston has very little 
unused land area available for growth, the competition for land is strong between commercial 
and residential uses; and commercial interests are usually able to outbid residential. A balance 
between residential and commercial uses is crucial to create and maintain a desirable 
neighborhood character. In the Back Bay, often cited as an ideal mix of residential and 
commercial space, about 41% of its building use is residential. 


Boston is one of the nation's few major cities (along with San Francisco and Washington, DC) 
that contain more jobs than residents. Without effective measures to promote balanced growth, 
employment-related housing demand will exceed housing supply, and this excess demand will 
lead to the classic symptom of economic imbalance: upward spiraling rental prices and 
ownership costs. The Neighborhood Housing Pressure Index, described below, is a tool for 
examining the factors that go into the balance that Boston needs 


The Neighborhood Housing Pressure Index can show how much pressure would be put on 
existing housing stock in South Boston relative to the amount of commercial space built in the 
new Seaport District. The relationship is based on two known facts (1) that 39% of Boston jobs 
are held by Boston residents, and (2) the typical housing unit in Boston has 1.38 workers living 
in it. Since South Boston is the neighborhood closest to the Seaport District, it is likely that it 
would feel the most pressure from new workers choosing to live in that neighborhood. Thomson 
Financial, the 23™ largest employer in Boston with over 2,200 employees, reports that 60% of its 
employees live within five miles of its Fort Point Channel headquarters. 


Neighborhood Housing Pressure Index 


A Neighborhood Housing Pressure Index of 100% represents a condition where every new 
worker in the Seaport District wishing to live in the city will have to find housing in Boston's 
existing neighborhood stock. This would result in the greatest demand for housing and cause the 
greatest increase in housing costs. A Pressure Index of zero represents a condition where there 
is enough new housing built to accommodate the demands of new workers. 


Let's look at an example. As we said, it is expected that 39% of the jobs created in the Seaport 
District will be held by people who want to live in Boston, and there would be an average of 1.38 
workers per housing unit. Listed below is one example of development in the Seaport District 
that calls for building 16 million square feet of office, retail, and hotel space, which will create 
43,857 jobs, and devoting 4 million square feet, or 20% of the total, to housing. Four thousand 
housing units would be created if 20 percent of the total building space is devoted to housing. 


Total build out in Seaport District: 20.0 million sf 43,857 jobs 
New office space: 9.1 millionsf = 36,364 jobs 
New retail space: 0.9 millionsf = 2,273 jobs 
New hotel space: 6.0 millionsf = 5,220 jobs 
New housing space: 4.0 million sf 4,000 units 


If 39% of the new workers choose to live in Boston, that means 17,104 workers will be looking 
for homes within the city. At 1.38 workers per household, this translates into 12,394 housing 
units needed. Since only 4,000 housing units were constructed under the above scenario, 
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workers will be seeking an additional 8,394 units in present neighborhood housing. 
Considerable pressure will be placed on the South Boston housing market because of its 
proximity to the Seaport District. This newly created housing shortage of 8,394 divided by 
12,394 (the number of housing units needed) is the Pressure Index: in this case, 68%. This 
means that 68% of the new employees in the Seaport District wishing to live in the city will be 
forced to look for housing in surrounding neighborhoods. 


The following chart graphically portrays the relationship between the amount of housing units 
built in the Seaport and the Neighborhood Housing Pressure Index. Starting at zero housing 
units in the Seaport District development results in a Pressure Index of 100%. Every new 
employee in the Seaport District looking to live in Boston will try to find it in surrounding 
residential neighborhoods. The /ndex falls steeply as the number of units are built, and reaches 
0%, or no pressure, at 8,000 units or 40% of the development space in the Seaport District. If 
8,000 units are built, the supply of new housing will be balanced by the increase in demand. 


Chart: Neighborhood Housing Pressure Index 
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Housing Pressure In South Boston 


The table shows the Neighborhood Housing Pressure Index associated with different amounts of 
Seaport District development devoted to housing. The example used above is shown on the next 
page in the column headed 20% with 4,000 units and a corresponding Pressure Index of 68%. 
At 6,000 housing units, or 30% of the development in the Seaport, the Pressure Index is 41%, 
with a shortfall of 4,210 units. At 8,000 housing units, or 40% percent of the total build out of 
Seaport, the Pressure Index reaches 0%. At this point, equilibrium between new demand and 
new supply is reached, and housing pressure is removed from Boston’s neighborhoods, 
particularly South Boston. With 60% of the total development used for office, retail, and hotel 
space, 28,353 new jobs are still created in the Seaport District. This combination of commercial 
and residential uses will result in a lively 24-hour neighborhood attractive to residents, workers 
and visitors. 
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The pressure on housing in South Boston over the past few years has already caused rents to 
increase dramatically. A recent analysis has shown that rents for a typical apartment in South 
Boston have increased 68.5 percent from an average of $650 a month in 1991 to about $1,095-a 
month in 1998. In the same period, the rent for a typical two-bedroom apartment has increased 
72.7 percent, going from $695 to $1200 a month. This pressure has occurred, for the most part, 
as affluent newcomers move into Boston neighborhoods resulting in higher rents that tend to 
force long-time residents out. Anecdotal evidence indicates that South Boston has experienced a 
significant turnover in the past seven years, i.e., newcomers have tended to replace long-time 
residents. 


Table: Neighborhood Housing Pressure Index 


Percent devoted to housing 0% 10% 20% 30% 40% 50% 
Square feet devoted to housing 0 2,000,000 4.000.000 6,000,000 8.000.000 10,000,000 
Housing Units - 2,000 4,000 6,000 8,000 10,000 
Office (square feet) 12,727.273 10,909,091 9.090,909 7,272,727 5,454,545 3,636,364 
Retail (square feet, based upon 10% of office) 1.272.727 1,090,909 909,091 PAA TE 545,455 363,636 
Hotel Square Feet 6.000 6,000 6,000 6,000 6,000 6,000 
Number of office jobs (250 s.f. per job) 50.909 43,636 36,363.64 29,091 21,818 14.545 
Number of hotel jobs (0.87 jobs per room) 5,220 5,220 5,220.00 5,220 SAL 5,220 
Number of retail jobs (400 s.f. per job) 3,182 TOA 2,272.73 1,818 1,364 909 
Total Seaport District Jobs 59,311 51,584 43,856 36,129 28,402 20,675 
39 percent of new workers living in Boston (1980 & 1990 census) 23,131 20,118 17,104 14,090 11,077 8,063 
Housing Units Needed at 1.38 workers per Household 16,762 — 14,578 12,394 10,210 8,027 5,843 
Housing Units Planned - 2,000 4,000 6,000 8,000 10,000 
Housing Surplus (Shortage) (16.762) (12,578) (8,394) (4,210) (27) 4,157 
Neighborhood Housing Pressure Index 100% 86% 68% 41% 0% -71% 
Conclusion 


The concept that commercial development creates pressure on housing affordability and can 
contribute to displacement is well understood in Boston. This is the principle that Boston’s 
Housing Linkage ordinance is based upon. In The Linkage Between Office Development and 
Housing Costs in the City of Boston (Professors Jerold Kayden, Karl Case, and Robert Pollard, 
Jan. 1986, available as B.R.A. Research Report # 378), the authors describe the economic market 
mechanisms through which commercial growth both raises the demand for housing and increases 
the cost of supplying it. Even if no housing is demolished to make way for more commercial 
development, the housing options of Boston residents are diminished and the character of city 
neighborhoods is compromised by unbalanced growth. 


The Neighborhood Housing Pressure Index cannot calculate the dollar effect that new housing 
will exert in containing neighborhood costs. Nor can it dictate the type of housing and choice of 
neighborhood that is best for every family. But it does give us a good indication of what we 
must do if we are to prevent Boston’s commercial success from endangering the livability and 
affordability of the city’s residential neighborhoods, particularly South Boston. 
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